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- S BRFORE THE COMMISSIONER OF COMMERCE AND INSURANCE - -
FOR THE STATE OF TENNESSEE

TENNESSEE INSURANCE DIVISION,
Petitioner,

JEFFREY B. LACKEY,

)
)
| )
Vs. ' ‘ ) No. 07-055
a )
)
Respondent. )

1T T

CONSENT ORDER

WHEREAS, Respondent, Jeffrey B. Lackey, hereby s.t'ipul.atevs and agrees, subject to the

approval of the Commissioner of Commerce and Insurance (hereinafter referred to as the

“Commissioner”) as follows:
GENERAL STIPULATIONS

1. It is expressly understood that this Consent Order is subject to the Commissioner’s

acceptance and has no force and effect until such acceptance is evidenced by the entry of the

Commissioner.

2. This Consent Order is executed by the Respondent for the purpose of avbiding further

administrative action and penalties with respect to this cause. Furthermore, should 'this Consent -

‘Order not be accepted by the Commissioner, it is agreed that presentation to and consideration of

" “this Consent Order by the Conmmissioner shiall not unfairly or illegally prejudice the Commissioner - -

from further participation or resolution of this matter or any administrative proceedings.
3. Respondent fully understands that this Consent Order will in no way preclude
additional proceedings by the Commissioner against the Respondent for acts or omissions not

specifically addressed in this Consent Order or for facts and/or omissions that do not arise from the




- facts or transactions hefein-addressed: -Respondent further-understands that the-acts-or omissions .-

addressed in this Consent Order may be used by the Commissioner in denying any application for
insurance producer license in which the Respon‘d ent may submit in the future.
4. Respondent expressly waives all further pro‘cedliral steps, and expressly Wai{/es all

rights to seek judicial review of or to otherwise cllallenge or contest the validity of the Consent

Or‘d’er,‘the‘stipulationS-an’deimpos'i'ti-onef—diseip—li-neeont;a-ined‘herei-n,—and-theeonsideration_anﬂ entry

" of said Consent Order by the Commissioner.

FINDINGS OF FACT
S The Tennessee Insurance.L‘aw, as amended, Tenn. Code Ann. § 56-1-101, ez seq.
(hereinafter referred to as the “Law”), places the responsibﬂity fo‘r the administration of the Law on -
the Commissioner. The Insurance Division of the Department of Cemmerce and Insurance
(hereinafter referred fo as the “Division”) is the lawful agent through which the Commissioner
discharges this respensibility.‘
6. The Respondent, J effrey B. Lackey, (hereinafter referred to as the “Respondel_it”), isa.
citizeﬁ of Tennessee and resident of bKin’gsport, with his mailing address being 280 Alpine Trail,v‘
.Kingspofc, Tennessee 37663, and, at all times relevant to the events herein, has been licensed by the

Division to sell insurance in this state as an agent producer, having obtained said license, numbered

880089, in 2002.
7. On or about November, 2004, Respondent sold an annuity plan (contract #523357) to
Mary C. Allen, ~(hereinaﬁer referred to as “Ms. Allen”), a resident of Bluff City, Tennessee. The

original page three (3) of the contract had been omitted and a fraudulent policy summary was

proVided to Ms. Allen by Respondent.




- -8 — " Page three (3) of the contract would have shown a guaranteed minimum percentage -~ -~ -

rate of two and one quarter percent (2.25%) for the life of the contract and surrender charges that
would be applied if the contract was surrendered for cash value at any time over seventeen years
(17) years. Pagé three would also have reflected an initial interest rate of three and one quarter

percent (3.25%) which was guaranteed for the first year of the contract.

9 Thep ol-i'cy-sﬁmmafy—aet-ﬁ»al—ly—pr@vi-ded-by—Resp ondent—l‘:eﬂeGted-th-at_the_guaranteed
minimum percentage rate was three and one quarter percent (3.25%) for the life of the con‘tract_.f

10. In addition to the fraudulent information, Respondent did not inform Ms. Allen of the
surrender cﬁarges associated with the annuity. | |

11, Onorabout Februéry, 2005, Respondent sold an annuity plan (ooﬁtract #544243) to
Wayne S. Blevins, (hereinafter referred to as “Mr. Blevins”), a resident of Abingdon, Virginia. Thé
original page three (3) of the contract had been omitted and a fraudulent policy summary was’
provided to Mr. Blevins by Respondent.

12.  Page three (3) of the contract would have shown a guaranteed minimum percentage
rate of two and one quarter percent (2.25%) for the life of the contract and an initial interest rate of
three and one quarter p}ercent (3.25%) which was guaranteed for the first year of the contract.

13, Thepolicy summéry actually' provided by Respondent reflected that the guaranteed
minimum percentage rate was three percent (3%) for the life of thé contract and that the guarantéed
interest rate for the first yeat: ofthe contract .v;/"as thlrteenand ﬁfty ﬁvehundredths pelcent (13 55%) |

14.  Onor about June 29, 2005, Respondent sold an annuity plan (contract #5 68723) to
Mildred P. Farrow, (hereinafter referred to as “Ms. Farrow”), a resident of White Pine, Tennessee.

- The original page three (3) of the contract had been omitted from the contract that was provided to

Ms. Farrow by Respondent.




o 157 ~Page three (3) of the contract would have shown a-guaraiiteed minfmum -~ == -

~ percentage rate of two and one quarter percent (2.25%) for the life of the contract and surrender
charges that would be applied if the contract was surrendered for cash value at any time over
’seventeen yeals (1 7) years. Page three would also have reflected an 1n1t1a1 interest rate of three

and one quarter percent (3. 25%) which was guaranteed f01 the-first year of the contract -

16: 'Th‘e"tenn‘s‘C‘Gntaill‘e‘dd"n“p'atge‘three-werem—ot*t*h‘e4ter1ns~represented—to—Ms.—Fanww
by Respondent at the time of the sale, |
17. On or about February, 2005, Respc;ndent_sold an annuity plan (contract #544702)
to Joenia D. Frady, (hereinafter referred to és “Ms. Fradjr”) a resident of Kihgspoﬁ, Tennessee.
Thé original page three (3) of the contract had been omitted ahd a fraudulent policy surnmary was
provided to Ms. Frady by Respondent. ¢ |
18. i’age three (3) of the contract would have shown é guaranteed minimum -
percentage rate of two and one quarter percent (2.25 %5 for the life of the contract aﬁd surrender
charges that would be applied’ if the contract was surrendered for cash value at any time over
seventeen years (17) years. Page three would also have reflected anv initial interest rate of three
and one quarter percent (3.25%) which was- guaranteéd for the first year of the contract. |
19. | The policy summary actually pr-ovided by Respondent reflected that the guaranteed
. »mi{li‘mum p»e}r»centage réte was three percent (3%) for the life of the contraét and that the guaranteed
interest rate for the first year of the confract was thirteen and fifty five hundredths percen;t ( 1 3 55%).
20.  In addition to p;oxriding fraudulent documents Respondent also misrepresented to
Ms. Frady that the térm of the contract was ten (10) years rather than seventeen (17) years.

21.  On or about February, 2005, Respondent sold an annuity plan (contract #544636)

to A. Charles Gettig, (hereinafter referred to as “Mr. Gettié”), a resident of Murrells Inlet, South




~ Carolina.” The original page three (_3')_010 thecontract had been "omi't"t'ed'and a"ﬁ‘audulent’*pel’i’cy e e s
- summary was provided to Mr. Gettig by Respondent.

22.  Page three (3) of the contract would have shown a guaranteed minimum
pe1'centage rateof two and one quarter percent (2.25%) for the life of the contract andl an initial

interest rate of three and one quarter percent (3.25%) which was guaranteed for the first year of

the contract.

23.  The pelicy summary actuél]y provided by Respondent reflected that the
guaranteed minimum percentage rate was three percent (3%) for the life of the contract.and thét
the guaranteed interest rate for the first year of the contract was thirteen and fifty five hundredths
peroent (13,55%). |

24.  On or about March, 2005,‘Respondent sold two (2) annuity plans (contract
#552817 and 55281 9) to Edward C. Hall and Glenora T. Hall, (hereinafter referred to as “Mr.
and Mrs. Hall”), residents of White Pine, Tennessee. On or about April 29, 2005,‘Respondent
also sold another annuity plan (contract #560939) te Edward C. Hall. The originél page three (3)
of all three (3) of the contracts had been omitted and a ffaudulenf page three was provided to Mr.

and Mrs. ‘Hall by Respondent.

25.  Page three of the contract would have shown a guaranteed minimum percentage

) vr_evt"cee‘f two »en_d o}w quarter percent (2.25%) for the life of the contract and surrender charges that
would be applied if the contraetlwas surrendered for cash value at ans.r“t_ilne e\;er seventeen yea1s
(17) years. Page three (3) weuld also have reflected an initial interest rate of three and one
quarter percent (3.25%) which was guaranteed for the first year of the contract.
26. . The fraudulerit page three (3) (or contract specifications as they were called in

these contracts) actually provided by Respondent reflected that the guaranteed minimum




" ‘percentage rate was three percent (3%) for the life of the contract and that there wereno

surrender charges after ten (10) years and stated incorrect surrender charges for the years one
through ten (1-10).
27.  Respondent also sent a letter to Mr. and Mrs. Hall dated March 25, 2005, confirming

the terms of the contracts including the fact that the initial interest rate which was guaranteed for the

12

_ h'rst year would be thitteen and fifty five hundredths percent (13 -55% ) amd-thrat—the mindnum
guaranteed interest rate for the life of the contract would be three percent (3%).

28. | Further, Respondent sent a letter dated April 8, 2005 to Mr. Hall cenﬁnning thathe -
wouldb reoeive income on a three hundred fifty thousand dollar (§350,000) deposit of thirty three
thousand six hundred dollafs ($33, 600) per year. |

29, On or about March, 2005; Respondent sold an annuity plan (contrect,#550683) to
Tommy D. Lee and Claudia W. Lee,. (hereinafter referred to as “Mr. and Mrs. Lee”), residents of
Jonesboro, Tennessee. The original page three (3) of the contraet had been omitted and a fraudulent
poHcysumm_ary was provided to Mr. and Mrs. Lee by Respondent.

30.  Pagethree (3) of the contract would have shown a guaranteed minimum percentege
rate of two and one quarter percent (2.25%) fer the life of the contreet and surrender charges tﬁat
would be applied if the contract was surrendered for cash value at any time over-seventeen years (17)
 years. Page three(3 ). would a}_se h_a}fewreﬂ‘ected an initial interest rate of three and one quarter
- percent (3.25%) which was guaranteed for the first year of the contract.

31.  Thepolicy summary provided by Respondent reflected that the gﬁaranteed fninimum

percentage rate was three percent (3%) for the life of the contract and that the guaranteed interest rate

for the first year of the contract was thirteen and fifty five hundredths percent (13.55%): .




32 Respondent also sent a letter dated March 14, 2005 to Mr. and Ms Lee in which he

confirmed the expected terms of the contract. In this letter Respondent states that the guaranteed
minimum percentage rate is three percent (3%) for the life of the contract and that the guaranteed
- interest rate for the first year of the contract is thirteen and fifty five hundredths percent (13 .55%).

33.  On or about April, 2005, Respondent sold two (2) annuity plans (contract #558707

pEAY

T

and 55871 4) to-Garth Moze and ¥ ane‘t‘M‘Gze,—(‘her‘einafteﬂ'efen‘ed‘to—as'-"‘Mr.—an'd—MrS.—Moze A
I'esidents of Elizabethton, Tennessee. The original page three (3) of the contracts had been omitted
and a fraudulent page three (3) was previde_d to Mr. and Mrs. Moze by Respondenf.

34,  Page three.ef the contract would have shown a guaranteed minimum percentage rate
of two and one quarter percent (2.25%) for the life of the contract and surrender charges that would
be applied if the contract was surrendered for cash value at any time over seventeen (17) years.

35. The fraudulentpage three (or contract specifications as they were called in these two
(2) contracts) actually provided by Respondent reﬂected that the guaranteed minimufn percentage .
rate was three percent (3%) for the life of the contracfs and that there was no surrender charges after
ten (10) years. The surrender charges fer 'yeafs one through ten (1-10) were also misrepresented at
the time of the sale.

| 36.  Onorabout February, 2005, Reseondeﬁt sold an annuity plan (contract. #546258) to
» Be111a<%1neBS1ms,(hezemaﬁe~r referred to as “Ms. Sims”), a residenf of Morristown, Tennessee.
The original page three (3) of the contract had been omitted and a fraudulent policy summary was -
provi‘ded to Ms. Sims by Respondentf |

37.  Pagethree (3) of the contract.'would' have shown a guaranteed minimum percentage
rate of two and one quarter percent (2.25%) for the life of the contract and an initial interest rate of

three and one quarter percent (3.25%) which was guaranteed for the first year of the contract. |




~ 44." "~ Page three (3) of the contracts would have shown 4 guatanteéd minimum percentage

rate of two and one quarter percent (2.25%) for the life of the contract and surrender charges that
would be applied if the contract was surrendered for cash value at any time over seventeen years
(17) years. Page three would also have reflected an initial interest rate of three and one quarter

percent (3.25%) which was guaranteed for the first year of the contract.

T

45. Thepolicy summaries actually provided by Responderit re‘ﬂ‘c‘ét’edﬂraﬁh‘e‘guarantced
minimum percentage rate was three percent (3%) for the life of fhe contract and thgt the guaranteed
interest rate for the ﬁlﬁét year of the contract was thirteen and fityei ght hundredths percent (13.58%)).
Respondent also sent a letter to Mr, and Mrs. Briscoe confirming the terms of thg contracts including
the fact that fhe ’minimﬁm guaranteed interest rate for the life of the contract would be three percent
(3%) and setting forth erroneous surrend_e; charge calculations.

46. On or about February 21, 2006, Réspondent applied to Tenne_Ssee fora non-résident

- producer license with his home state idenﬁ_ﬁed as Kansas. This application was approved on

February 27, 2006. He subsequently applied.for a resident producer license on August 2, 2006,

which was approved effective Augus.t 10, 2006. On both applicatibns'for producer licenses in - |

~ Tennessee Respondent denied he ever had an insurance agency contract or any other business

relationship with an insurance company terminated for any alleged misconduct. On or about August -

31,2005, Respondent had been terminated by American Equity Investment Life Insurance Company

hereinafter referred to as “AEIL”) “for cause” as a result of six (6) of the altered contracts.

CONCLUSIONS OF LAW
" 47.  Tenn. Code Ann. § 56-6-112(a)(5) states, in pertinent part, that the commissioner may

place on probation, suspend, revoke, or refuse to issue or renew any license under this part if she




~ finds that one holdingan insurance producer license has ifitentionally mistepresented the terms-of =~

an actual or proposed insurance contract or application for insurance.
48.  The facts stated in Paragraphs 5-46, above, demonstrate that Respondent intentionally
misrepresented the terms of actual or proposed insurance contracts or applications for insurance. On

eleven (11) separate occasions, Respondent misrepresented terms of insurance contracts to the above

rder—revalein
a I

[Tr

nanred-individuats-purchasing-insurancer—Such-facts-constitute-grounds-for-an-order-revoking
Respondent’s license under‘this part in viblation of Tenn. Code Ann. §56-6-112(a)(5).

49. Tenn. Code Ann. § 56-6-112(a)(8) states, in pertinent part, that the commissioner may
place on probation, suspénd, revoke, or refuse to issue or renew any license under this part if she
finds that one holding an insurance producer license has used fraudulent, coercive, or dishonest
practices, or demonstrated incompetence, untmstwoﬁhhﬁss or"ﬁn-ancial irresponsibility in the

conduct of business in this state-or elsewhere.

50.  The facts stated in Paragraphs 5-46, above, demonstrate tI-lat. Respondent used
fraudulent, coefcive, or dishonest practices, or demonstrated incompetence, untrustworthiness or
ﬁnaﬂcial irresponsibility in the conduct of business in this state or elsewhere. On eleven (11)
separate occasions Respondent used fraudulent, coercive, or dishonest practices to sell insurance to

the above named individuals. Such facts constitute grounds for'an order revoking Respondent’s

license under this. part in violation of Tenn. Code Ann. §.56-6-112(a)(8).

51.  Tenn. Code Ann. § 56-6-112(a)(1) states, in pertinent part, that the commissioner may
place on probation, suspend, revoke, or refuse to issue or renew any license under this part if she
finds that one holding an insurance producer license has provided incorrect, misleading, incomplete

or materially untrue information in the license application.




52,7 The factsstated in Paragraphs 5-46, above, demonstrate that Respondent knew that -~

his business relationship with AEIL was terminated due to alleged misconduc’c and yet he indicated
on two (2) separate apphcatlons for Tennessce producer licenses that he had never had an insurance
agency contract or any other busmess Ielatlonshlp w1th an insurance company terminated for any

alleged misconduct. Such facts constitute grounds for an order revoking Respondent’s license under

/-

|

f11is part in violation of Temt. Code Amm. §56-6-112(a)(1):

ORDER

'NOW THEREFORE, on the basis of the foregoing, and the waiver of the Respondent ofhis |

rights to a hearing and appeal under Tennessee Insurance Law and Tennessee’s Uniform
- Administrative Procedures Act, Tenn. Code Ann. § 4-5-101, et seg., and the admission by the

Respondent of the jurisdiction of the Commissioner, the Commissioner finds that the Respondent

has consented to the en'try’oic this Order and that the following Order is appropriate, and in the public -

interest.

IT IS ORDERED, pursuant to Tenn. Code Ann. § 56-6-112(a) of the Tennessee Insurance

Law that: -

The insurance producer license, numbered number 880089 issued to Jeffrey B. Lackey, is

~ her eby REVOKED.

ThlS Consent Older is m the pubhc 1ntelest and in the best mterests of the partles and N

represents a compromise and settlement of the controversy between the parti_es and is for settlement
purposes only. By his signature affixed bellolw, Jeffrey B. Lackey, affirmatively states that he has
freely agreed to the ‘en'try of this _C;msént Order,‘that he has been advised that he may consult legal
* counsel in this maftér, and has had the opportunity to consult with legal counsel, that he waives his

" right to a hearing on the matters uhderlying this Consent Order and to any review of the Findings of




SO ORDERED.

~ Fact and Conclusions of Law contained herein, and that no threats or protmises of any kind havebeen ]

made by the Commissioner, the Division, or any agent or representative thereof. The parties, by

signing this Consent Order, affirmatively state their agreement to be bound by the terms of this
Consent Order and aver that no promises or offers relating to the circumstances described herein,

other than the terms of settlement set forth in this Consent Order, are binding upon them.

T

Entered this the__,[_ 2% _day of 0 MW | , 2007.

&7/(4/&{1 G N pwns e
Leslie A. Newman, Commissioner
Department of Commerce and Insurance

APPROVED FOR-ENTRY:

Car- BN

NRY/4
Led it e
‘Assistant Commissioner for Iisurance

Department of Commerce and Insurance
500 James Robertson Parkway

Fourth Floor, Davy Crockett Tower
Nashville, Tennessee 37243
6157416796

Michael A. Nolan (BPR# 009238)

Staff Attorney

Department of Commerce and Insurance

500 James Robertson Parkway

Fifth Floor, Davy Crockett Tower

Nashville, Tennessee 37243
6157412199




